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1 . CHARGRINED AT MY CONVERSATION WITH ADMIRAL POVEDA DAY BEFORE 
YESTERDAY, I DECIDED TO CALL ON GENERAL DURAN TO EXPRESS MY 
CONCERN OVER THE LATEST TURN OF EVENTS. I SAW HIM TONIGHT AND 
MADE THE FOLLOWING POINTS: 

(A) I HAD LEARNED THAT THE SUPREME COUNCIL INTENDED TO ISSUE 

A DECREE TAKING OVER GULF ON DECEMBER 3 1 AND THAT THE PROPOSED 
DECREE WAS NOT CONSISTENT WITH THE UNDERSTANDING BETWEEN THE 
TWO GOVERNMENTS AS TO THE CRITERIA TO GOVERN THE GULF SETTLEMENT, 
AS STATED IN THE SUPREME COUNCIL’S MEMORANDUM OF SEPTEMBER 30. 

(B) THE CONSEQUENCES OF A TAKEOVER WITHOUT A PRIOR AGREEMENT WITH 
GULF AS TO TERMS WOULD BE VERY BAD FOR ECUADOR: THE COMPANY 
COULD TRY TO BLOCK CEPE SALES TO THE U.S. THROUGH COURT ACTION; 

THE COMPANY COULD SUSPEND PAYMENT OF THE $80 MILLION IN OUT- 
STANDING DEPOSITS IT NOW OWED; EVEN WITHOUT COURT ACTION, 

FOREIGN BUYERS MIGHT BE RELUCTANT TO BUY OIL FROM CEPE FOR FEAR 
OF LEGAL PROBLEMS AS TO OWNERSHIP OF THE OIL; GULF WOULD NOT 
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CONTINUE TO PAY ITS SHARE OF THE OPERATING COSTS; AND WORST OF 
ALL, A CONFLICT WITH THE U.S. OVER THIS MATTER COULD CLOSE 
DOORS TO INTERNATIONAL COOPERATION WITH ECUADOR. 

(C) THE GOE COULD NOT BE SAID TO HAVE ACTED IN GOOD FAITH IN 
THIS MATTER. IN THE THREE MONTHS SINCE GULF PAID THE OVERDUE 
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DEPOSTS, IT HAD BEEN ABLE TO MEET WITH THE INTERINSTITUTIONAL 
COMMISSION ONLY THREE TIMES: NOW THE GOE WAS INSISTING THAT GULF 
REACH AN AGREEMENT IN LESS THAN A WEEK. THE COMPANY WAS MAKING A 
EFFORT TO RESPOND QUICKLY TO THE DRAFT DECREE BUT THE DRAFT 
WAS SO BAD THAT THERE WAS LITTLE HOPE OF REACHING AN 
AGREEMENT BY DECEMBER 31, PARTICULARLY GIVEN THE ATTITUDE 
OF MINISTER VARGAS. 

(D) IN MY VIEW. THE ONLY SOLUTION WAS FOR THE SUPREME COUNCIL 
TO ANNOUNCE THAT THERE HAD NOT BEEN ENOUGH TIME TO FINISH 
NEGOTIATIONS AND THAT THEY WOULD CONTINUE INTO THE NEW YEAR. 

2. THERE THEN ENSUED SOME POLITE ARGUING BACK AND FORTH ABOUT 
THE DRAFT DECREE; IT WAS EVIDENT THAT HE HAD BEEN LED TO BELIEVE 
THAT THERE WAS LITTLE DIFFERENCE BETWEEN GULF AND THE GOE 
NEGOTIATIONS OVER THE TERMS OF THE DECREE. FINALLY, GENERAL DURAN 
SAID THAT IT WAS HIS POSITION THAT THE GOE SHOULD NOT 

IMPOSE A SOLUTION ON GULF AND THAT HE WOULD GIVE INSTRUCTIONS 
TO THE NEGOTIATORS THAT IF NO AGREEMENT COULD BE REACHED WITH 
GULF BY DECEMBER 31 THE NEGOTIATIONS WOULD CONTINUE UNTIL A 
MUTUALLY SATISFACTORY CONCLUSION WAS REACHED. 

3. HE TOLD ME THAT THE GOVERNMENT WOULD BE ROUNDLY CRITI- 
CIZED BY THE LEFT FOR NOT MEETING THE DECEMBER 31 DEADLINE. 

THE IMAGE OF THE GOVERNMENT WOULD SUFFER. I THEN SWEETENED THE PILL 
BY TELLING HIM THAT I WAS SURE THAT THE COMPANY WOULD AGREE TO 
MAKE ANY EVENTUAL SETTLEMENT RETROACTIVE TO DECEMBER 31 AND THAT 
THE GOVERNMENT COULD ANNOUNCE THIS CONCURRENTLY WITH THE NEWS OF 
THE PROLONGATION OF THE NEGOTIATIONS. HE BRIGHTENED CONSIDERABLY 
AND SAID THIS WOULD BE A BIG HELP. 
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4. THE VICE PRESIDENT OF GULF, TOM LUMPKIN, IS ARRIVING TO- 
MORROW AND I SUGGESTED TO DURAN THAT HE RECEIVE HIM. WHICH HE 
AGREED TO DO. I EXPECT TO SEE LUMPKIN FIRST AND TO COACH HIM 

TO BE SWEET REASONABLENESS WITH DURAN. I SENSE THAT THIS WHOLE 
BUSINESS OF THE DECEMBER 31 DECREE IS STILL VERY FLUID, IN 
SPITE OF DURAN'S ASSURANCES TO ME, AND I DON'T WANT GULF TO 
UPSET THE APPLECART BY TAKING A HARD LINE. 

5. DURAN ALSO CONFIRMED PO VEDA'S STATEMENTS TO ME THAT 
VARGAS IS GOING TO BE REPLACED BY GENERAL JAIME SEMBLANTES 
AS PART OF A CABINET SHUFFLE BUT HE AVOIDED ANSWERING MY 
QUESTION AS TO WHEN. 

6. LET'S ALL KEEP OUR FINGERS CROSSED UNTIL JANUARY 1. 

BLOOMFIELD 
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